Decentralisation of decision-making in active labour market policy makes it possible to use local information to the fullest, but may also impinge on the fulfilment of national objectives, as suggested by principal-agent theory. The purpose of this study is to examine the effects of a Swedish pilot programme in 1996, which strengthened the role of the local authorities in labour market policy in parts of the country. Survey evidence suggests a non-negligible divergence between the objectives of the municipality representatives and the central government's goals. Regarding programme effects, our econometric findings do not indicate any increase in geographical lock-in of the unemployed, but decentralisation seems to spur local initiatives in the form of labour market programmes organised by the municipalities. In addition, targeting on outsiders is to some extent more common in municipal projects than in others.
Introduction
Decentralisation of decision-making to the local level may increase the efficiency of active labour market programmes (ALMPs), since the knowledge that local authorities have about local conditions is used to its full potential. A weakness with decentralisation, however, is that it may impinge on the fulfilment on national objectives. Local authorities often face financial incentives that seem to increase this risk. For example, municipal budgets may be favourably affected by shifting persons from social assistance, which in Sweden is funded by the local authorities, to participation in labour market programmes, financed by the central government. In addition, some programmes, such as relief work, may crowd out regular municipal jobs and thus subsidise labour. The programmes may also serve as a means of increasing or maintaining local population and the municipal tax base, by reducing migration among the unemployed.
The purpose of this paper is to examine the effects of a Swedish pilot programme in 1996 that strengthened the role of the local government in labour market policy in certain municipalities. The local employment service committees (arbetsförmedlingsnämnd) in 25 municipalities were reformed so that the representatives of municipal authorities should constitute the majority of the committees' members. These committees -henceforth ESCs -are cooperative, advisory bodies at the local level and part of the National Labour Market Administration, with the purpose of adapting labour market policy to local conditions. 1 Since the pilot programme affected the role of the municipalities only in certain areas of the country, it offers an opportunity to compare outcomes in the decentralised programme municipalities versus other, less decentralised, non-programme municipalities.
Empirical evidence concerning decentralisation of ALMPs should be of importance, since very little is known about the effects in general of local in-volvement in these policies.
2 Some OECD countries have shifted the emphasis of labour market expenditures from passive measures -such as the payment of unemployment benefits -to more of active measures in the 1990s (Calmfors & Skedinger, 1995; OECD, 1995) . In addition, perceived inefficiencies in employment services have triggered a general trend towards decentralisation of ALMPs (European Commission, 1996) . So far, there is only scant evidence concerning whether the efforts towards decentralisation have actually contributed to improving the effectiveness of ALMPs or not.
Traditional labour market policy in Sweden has not only emphasised active measures, but has also allowed a great deal of freedom for the National Labour Market Administration in the choice of measures for reducing unemployment. ALMPs are designed and carried out by the regional and local tiers of the Administration according to the principles of the "management by objectives" policy ( målstyrning), which minimises detailed regulation (Niklasson & Tomsmark, 1994) . A new feature in recent years is that the municipalities have become increasingly involved in ALMPs, although the responsibility for these policies still lies with the government. It is estimated that in 1999 around 80,000 persons were engaged in programmes organised by the municipalities and, at least partly, financed by the government, which is roughly 40 per cent of participants in all ALMPs. In addition, some programmes are both organised and fully financed by the municipalities. Around 8,000 persons were engaged in such programmes in 1998 (Svenska Kommunförbundet, 1999 ). An important factor behind the involvement of the municipalities in ALMPs is that the local authorities have assumed responsibility for young people who have either quit school or not been able to find work after it. This obligation has resulted in the set-up of large programmes targeted towards youths.
Principal-agent theory, which concerns the relationship between a principal (the central government in this case) and an agent (the municipality), is applicable to the issues studied in this paper. The problem for the principal is how to make the agent act according to the objectives of the principal. The theory pre-2 Some evidence is available regarding decentralisation in other policy areas. For example, De Groot (1988) examines decentralisation of decision-making to Dutch hospitals, while King & Ma (2000) provide evidence on the effects of fiscal decentralisation in OECD countries. For surveys regarding the effects of active labour market policies, without consideration of decentralisation issues, see Calmfors (1994) and Fay (1996) . Informal discussions of the Swedish experiences of decentralisation of decision-making in labour market policy can be found in Lundin (1999) , Skedinger (1998) and SAF (1999). dicts that, in the presence of asymmetric information, decision-making is decentralised to the agent if (i) the divergence of objectives of the principal and agent is small enough; and (ii) local initiatives are important for the success of outcomes (Aghion & Tirole, 1997; De Groot, 1988) .
Our empirical study makes use of an events database (HÄNDEL), which contains micro-data on all registered persons in open unemployment and all participants in ALMPs in Sweden. We will also present results from a questionnaire that was distributed to a sample of ESC members. It will be examined (i) to what extent the government's and the committee members' objectives diverge; (ii) whether decentralisation is associated with geographical lock-in of the unemployed; (iii) whether decentralisation leads to an increase in local initiatives as measured by the share of participants in projects organised by the municipality; and whether (iv) municipalities are more inclined to target measures towards outsiders on the labour market than other project organisers.
The paper is organised as follows: Section 2 briefly discusses the theory of decentralisation of decision-making and how to apply it in the context of analysing ESCs. In Section 3, the committees and the pilot programme are described and evidence concerning divergence of objectives is presented. Section 4 sets out the methodology for evaluating the pilot programme effects, describes the data and reports on the econometric results. Section 5 concludes the paper.
Theory of decentralisation
The purpose of this section is to provide a theoretical background to decentralisation and to discuss its applicability to the study of local employment service committees. The discussion is quite rudimentary and a formal analysis, on which the presentation draws, is available in, e.g., Aghion & Tirole (1997) and De Groot (1988) .
An increasing literature is concerned with the principal-agent relationship, where a principal contracts an agent to undertake actions. Many different areas are characterised by this type of relationship: Stockholders vs. managers, employers vs. employees, central vs. local government, etc. An important feature in the design of the optimal contract, from the perspective of the principal, is the degree of decentralisation of decision-making to the agent.
The literature identifies the main benefit from decentralisation as the potential to use superior information of the agent.
3 Under decentralisation, the principal avoids the risk of utility loss due to incomplete information about the parameters of the problem to be solved and will thus not be forced to optimise on less precise values. It is also argued that the incentives of the decentral actor may change, with endogeneity of local initiatives, so as to increase the likelihood of successful implementation. The agent's propensity to acquire information and take own initiatives increases, to the extent that the principal credibly commits himself not to intervene. 4 In addition, there may be a "commitment effect" to self-made decisions.
The main cost with decentralisation is that the principal loses control of the agent's actions. The probability that the agent undertakes actions diminishing the principal's utility increases to the extent that the interests of the two parties diverge.
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The key aspect in the principal-agent problem is the presence of asymmetric information. Unless the agent is better informed than the principal, there is no need for decentralisation of decision-making. Decentralisation is more likely to occur when (i) there is asymmetric information; (ii) the divergence of objectives of the principal and agent is small enough; and (iii) local initiatives are important for the success of outcomes. The implications of the theory for our study of ESCs will be discussed below.
The principal is the central government and the agents are the local employment service committees, the chairman and majority of which consists of members representing the municipality. It is not difficult to accept the realism of assuming asymmetric information in the present context. The ESCs obviously are better informed about local labour market conditions, which indeed is the rationale for the setting up the committees. The municipality is a large local employer and other committee members, representing regional and local tiers 3 A poorly informed principal may of course try to gather more information, but it is in many cases prohibitively costly to do so. 4 According to Aghion & Tirole (1997) , overload on part of the principal is a mechanism that makes non-intervention credible. 5 Investments in (costly) training, restricting the set of possible actions as well as properly designed incentives, e.g., profit-sharing in private firms, could be means of reducing the divergence itself or its effects. Incentive schemes are, however, less straightforward to apply in government bureaucracies, due to the multi-faceted objectives that typically characterise the public sector.
of the National Labour Market Administration, the business community and trade unions, also are likely to possess relevant local knowledge.
The representatives of the National Labour Market Administration have a supervisory role in the committees. The set of possible actions may be restricted and information about the activities is collected and reported to the principal. It is important to note that this structure also introduces the possibility of collusion, where the supervisor acts as an advocate for the agent (Tirole, 1986) .
Regarding divergence of objectives, it should be noted that the municipalities have other priorities besides providing efficient labour market policies. Municipal budgets may be favourably affected by shifting persons from social assistance, which is funded by the local authorities, to participation in labour market programmes, financed by the central government. In addition, some programmes, such as relief work, may crowd out regular jobs and thus subsidise labour in the services that typically local authorities provide, e.g., infrastructure, health, children's day-care and old age care. The programmes may also serve as a means of increasing or maintaining local population and the municipal tax base, by reducing migration among the unemployed. The potential divergence of objectives will be assessed by comparing the national objectives, as laid out in various policy documents, with questionnaire information on the views of the committee members.
We will also consider a potential consequence of diverging objectives, namely the extent to which unemployed persons are locked-in geographically. It is assumed that the jobless react to various measures undertaken by the local authorities following decentralisation. If the jobless do not anticipate the actions of the local authorities, the sequencing of effects is such that changes in the behaviour of the municipalities precede changes in lock-in. In the opposite case, e.g., if the municipalities announce changes in advance, it is possible that the jobless adapt behaviour prior to actual changes in municipal labour market policy.
A suitable measure of local initiatives is the share of ALMPs that are organised by the municipality. It is reasonable to assume that the local authorities have more control of the projects, concerning design as well as the profile of the participants, if the programme is organised by the municipality than if organised by other actors. On the one hand, this control makes it easier to use lo-cal information and to target measures towards groups with special needs. 6 On the other hand, the possibility is introduced to pursue other goals, e.g., improving municipal budgets in ways described above. Our hypotheses are that decentralisation leads to more projects being organised by the municipality and to more focus on outsiders in the labour market.
Local employment service committees
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The ESCs are co-operative bodies at the local level in Sweden and part of the National Labour Market Administration. Figure 1 illustrates the position of the ESC in the organisation. In 1999, there were 283 ESCs, i.e., one in almost every municipality, with 8-16 seats in each committee. In these bodies various local representatives act together with the purpose of adapting the labour market policy to local conditions. It is stipulated that certain interests should be represented in the committees. Members should include local representatives from the Public Employment Service offices (PES), the County Labour Boards (länsarbetsnämnd), trade unions and the business community and since 1997 the municipalities in all regions nominate the chairman and a majority of the committees' members. Apart from that, the rules governing the committees' activities are not very precise and the central government has delegated to the County Labour Boards to specify the tasks of the ESCs in more detail. In a document called beslutsordning (decision-making regulations) the County Labour Boards specify the role of the ESCs. According to the documents, the ESCs should have a general collaborative function in all counties. The committees should initiate different projects, suggest changes in labour market policies when necessary and co-ordinate the activities of various actors (for example, the municipalities and the PES offices) that are carrying out and financing labour market projects. There are also some more concrete tasks defined. All County Labour Boards have delegated to the ESCs the task of appointing the budget for the PES offices and in all counties but one the committees also decide on the working plans for the offices. The task of drawing up budgets and working plans is however the responsibility of the PES offices. Through this process the ESCs lay down the broad outlines for the work at the local level. The direct influence on the budget and the working plan is probably limited, but the co-ordination of various projects and other initiatives is likely to indirectly affect the budget and the working plan. Other activities of the ESC vary across regions. In certain counties the committees should decide on the organisation of the PES offices, decide on the use of untraditional funding 8 and prepare and comment on Objective 3 projects. The latter are partly funded by the European Union and are intended to increase employment among outsiders, i.e., young people, the handicapped, long-term unemployed and immigrants. For Objective 3 measures, the administrative hierarchy of Figure 1 applies, but there is also a parallel organisation (Ams, 1996) . At the national level, there is the Monitoring Committee, the members of which represent the European Commission, the Swedish government, trade unions and employer organisations. There are also regional and local committees assisting the County Labour Boards with organising the programme. In some counties it is the ESC that serves as the local committee for Objective 3 measures.
The 1996 pilot programme
In 1996 the government initiated a pilot programme, in which 25 municipalities took part. 9 The idea behind the programme was to gain more information about the consequences of decentralisation of active labour market policy. This study is concerned with the first part of the programme, where the role of the municipalities in the ESCs was strengthened in certain areas. Specifically, the committees should contain a majority of members from the municipal authorities and the chairman should also come from the municipality. The programme was set out to start July 1. During the course of the programme it was decided that all ESCs in the country should have a municipal majority and chairman from October 1. It turned out, however, that there were delays in fulfilling the intentions of the government in both programme and non-programme municipalities. It seems as if lags around 1-3 months have been common regarding the 8 Such funding of projects allows resources to be used without some of the restrictions that apply to regular funding. 9 See Government Bill (1995/96:148) . The municipalities in the pilot programme were Ale, Borlänge, Falkenberg, Falun, Gullspång, Huddinge, Höganäs, Lindesberg, Malmö, Norrköping, Nybro, Nyköping, Skellefteå, Skövde, Sundbyberg, Södertälje, Trelleborg, Tyresö, Vara, Varberg, Vetlanda. Värmdö, Åre, Älmhult and Älvdalen. Two districts in the municipality of Stockholm (Rinkeby and Skarpnäck) also took part in the programme, but they have been excluded from the analysis due to lack of data. introduction of municipal majorities in the committees, although we lack full information on this issue.
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In 1997, the 25 municipalities continued in the programme, which from then on involved less restrictions regarding the use of the funds, but also requirements of partial financing on part of the municipalities (Behrenz et al., 1999) . The government allowed 19 of the municipalities to continue in the programme during 1998.
Since the first part of the pilot programme (July 1 -September 30) affected the composition of the committees in only certain areas of the country, it offers an opportunity to compare outcomes in the decentralised programme municipalities versus other, less decentralised, non-programme municipalities. It should be kept in mind that participation in the programme was not randomised. The municipalities decided themselves whether to apply and it was later decided by the government which applicants to accept into the programme.
It is of interest to note that among those accepted were 13 municipalities that declined to participate.
11 According to our informal conversations with government officials, there seems to be two major reasons behind the choice to withdraw.
12 Firstly, the full details of the programme were not finalised during the period when applications were due. In particular, it was disclosed only later that participation in the programme would involve no financial transfers from the government to the municipalities. Secondly, some municipalities were of the opinion that they could achieve their objectives regarding labour market policy without taking part in the programme.
Diverging objectives?
In this section we examine the objectives, and potential divergence of objectives, of the government (the principal) and the ESCs (the agents). Government objectives can be found in official policy documents, while information about the objectives of the ESC members is not as readily available.
13 However, a questionnaire was distributed to members in 1999, the results of which are reported in Lundin (1999) .
Government objectives at the national level
According to various policy documents the purpose of the ESCs is to design labour market policies with due consideration to local conditions and needs. The activities of the ESCs should also take into account national objectives. It is, for example, stated that it is important that the committees look for solutions outside the borders of the municipality.
14 Since the ESCs are part of the National Labour Market Administration the rules that concern the public authority overall also apply to the committees.
15 Accordingly, the ESCs should do the following:
-match jobseekers with vacancies -counteract lock-in effects and inflationary bottlenecks -increase flexibility on the labour market -adapt labour market programmes to the individual and strengthen his or her chances of getting a job. However, the activities should not distort competition or cause displacement effects -protect weak groups on the labour market, especially older people and the occupationally handicapped
There are also quantitative goals for labour market policy, defined on a year-by-year basis, which indirectly affect the ESCs. Table 1 is based on a questionnaire that was distributed to a sample of ESC members in 1999. The table, broken down by affiliation, shows the objectives that the members find relevant for the committees.
The largest group among the respondents, around half, is representatives of the municipalities. 17 On average, about 80 percent of this group are local politicians and the rest civil servants. It is conceivable that the politicians' responses differ from those of the civil servants, but it was not possible to investigate this issue. One-fifth of the total is made up of members from the County Labour Boards and PES offices, who, as representatives of the central government, should see to it that the national objectives are upheld at the local level.
A majority of the respondents state that reducing unemployment and increasing employment are important objectives. Considering that a fundamental goal of the government is to stimulate employment and counteract unemployment it is, in our view, somewhat peculiar that no more than three-quarters consider these to be objectives of the committees. Furthermore, only around half of the members consider better use of local knowledge about the labour market and counteracting inflationary bottlenecks to be relevant goals. This is surprising, since the raison d'être of the "new" ESCs (with a municipal majority) is the possibility they offer of adapting labour market policy to local conditions. Source: Lundin (1999) . Notes: The question was formulated as follows: "What is the purpose of the local employment service committees according to your opinion? (Mark as many alternatives as you wish.)" The results are based on a cluster sample. 83 out of 283 ESCs were randomly selected and the questionnaire was distributed to all committee members. 977 persons received the questionnaire and the response rate was 78.6 percent. The confidence intervals for the total number of ESC members (the rightmost column) are less than 5 percentage points. Most differences across subgroups are insignificant due to small sample sizes. Statistics Sweden assisted with sampling, the construction of the questionnaire and with data collection.
Increasing the number of persons in ALMPs relative to the number of persons receiving social assistance and increasing or maintaining population are two alternatives that relatively many committee members have indicated, about one-third. There are two arguments as to why this may reflect diverging objectives of the principal and the agents. Firstly, as mentioned the ESCs should look for solutions outside the borders of the municipality and counteract lock-in effects and inflationary bottlenecks. This means, among other things, that it is essential that jobseekers are not locked-in geographically. From a municipal point of view it may however be favourable if the population is stable or increases, since a large part of municipal revenues consists of local income taxes. If the committees act with the purpose of achieving population goals, this may run counter to national objectives, such as reducing unemployment and avoiding bottlenecks through geographical mobility. 18 Secondly, the national government finances (most of) the labour market policy, while the municipalities finance social assistance. Hence, there are incentives for the municipalities to pass on the costs for social policy to the national level. A possible interpretation of the survey results is that the municipalities actually seek to pass on costs for social policy to the government, which is another indication of potentially diverging objectives. It is however possible that local governments are more attentive to the needs of weak groups on the labour market than are the central actors, due to asymmetric information. If this is the case, efficiency may be enhanced, not impeded, by the municipalities' actions. Another possible interpretation of the results is thus that the members from the municipalities have stressed their traditional responsibility for weak groups, which is a relevant goal.
Regarding the questions that are designed to capture goals that the committees are not supposed to strive for, it is seen that the objective "increasing supply of labour to municipal projects", is indicated by only around 10 per cent of the respondents. Furthermore it can be noted that the responses of PES office members, who are supposed to pay attention to national objectives, do not differ very much from the responses of the members from the municipalities in this category of questions.
To the extent that objectives are diverging, this may also reflect unduly "loose" instructions to and/or monitoring of the committees. According to the survey a vast majority of the committee members are of the opinion that their roles and duties are not clearly defined. Another important finding in this context is that only 20 percent of all ESC members regard the education received for the assignment as sufficient (Lundin, 1999) .
It should be kept in mind that expressing views in a survey is one thing, acting according to these views may be quite another. For example, it is con-18 A specific example that suggests that ESCs may try to achieve population goals comes from a municipality with much out-migration in northern Sweden, where the committee decided to shift financial resources from a mobility grant for the unemployed to local labour market programmes. The County Labour Board later repealed the decision. (Protocols of ESC meetings, dated February 21, 1997, and October 29, 1997, municipality of Arjeplog.) ceivable that the presence of members from County Labour Boards and PES offices effectively restricts the set of possible actions. Another possibility is that the representatives of PES offices and County Labour Boards collude with the members from the municipalities. Thus more information is needed about actual behaviour in the municipalities before any firmer conclusions can be reached. To this issue we shall return below.
Econometric section 4.1 Data and evaluation methodology
The micro-data on individuals used in this study have been extracted from the events database HÄNDEL, compiled by the National Labour Market Board. The database contains information on all persons registered at the PES offices. Information on project organisers has been collected from the Board's database Åtgärdsregistret. (The two databases do not contain information on programmes financed exclusively by the municipalities.) The data source for municipal-specific variables is Statistics Sweden.
We have chosen the first and second half-years of 1996 as our periods of study. It is assumed that the first half-year represents the "before" period and the second half-year the "after" period of decentralisation. The latter does not fully correspond to the official programme period (July 1 -September 30), but has been chosen due to the observed delays in implementation (see Section 3.1).
We do not directly observe what the ESCs do, so we focus on two outcome variables that may be indirectly affected by the activities of the committees: interregional jobsearch and participation in ALMPs organised by the municipality. The first variable is intended to pick up geographical lock-in effects and the second variable captures one important aspect of the extent to which decision-making is decentralised to the municipalities. Both variables are dichotomous, where 1 indicates that the individual searches for a job outside the local labour market and is enrolled in a municipal project, respectively. Otherwise the variables take on the value zero.
An important motivation for the choice of the outcome variables is that the lags are quite short in both cases, which is necessary with our limited period of study. As soon as a person registers with the PES office it is indicated whether job search is limited to the local labour market only. It would not be feasible to use data on actual migration in order to capture geographical lock-in, since migration typically occurs only after a long lag.
19 However, Harkman (1988) claims that there is a strong correlation between the interregional jobsearch status, as coded in HÄNDEL, and subsequent moves.
Regarding the initiation of ALMPs, the decision-lags are generally not very long. For example, results in Ohlsson (1993) suggest that the number of persons in job-creation programmes starts to rise three months after an additional grant has been made to a PES office. The decision-lag concerning the particular operator of a programme, which is the most relevant lag in our context, is probably even shorter.
The outcomes in the programme municipalities will be compared to the outcomes in two groups of non-programme municipalities. The first group, the "programme comparisons", is made up of 25 municipalities with labour market characteristics similar to those of the 25 programme areas. These municipalities have been selected by Statistics Sweden (SCB, 1992) and were also used in Behrenz et al. (1999) . 20 Selection criteria include population, employment, educational variables and industry structure. The second group, the "withdrawals", consists of the 13 municipalities that were accepted into the programme but chose not to participate.
It is argued that the preferences for municipal involvement in labour market policy among withdrawals resemble the preferences of those in the pilot programme. The decision to apply must reasonably reflect such preferences, while the decision to withdraw mainly seems to have been due to other factors; lack of additional funding and perceptions that it was possible to achieve objectives outside the programme were cited as reasons for withdrawal. According to a study by Bell et al. (1995) on the effects of training programmes, individuals accepted into the programme, but withdrawing before the start, were the preferred comparisons for evaluation purposes among a number of "internal" groups considered.
21 While this result does not necessarily carry over to our case, it is at least suggestive of the potential usefulness of employing additional information about the characteristics of the programme. 19 Another drawback with available migration data is that moves that are not labour market related are included. 20 The programme comparisons are Mark, Sandviken, Karlskrona, Gävle, Götene, Botkyrka, Laholm, Arvika, Stockholm, Jönköping, Alvesta, Eskilstuna, Härnösand, Växjö, Solna, Haninge, Ystad, Vaxholm, Tibro, Västervik, Hultsfred, Ekerö, Berg, Tranås and Tanum. 21 The group that most resembles our withdrawals is termed "no-shows" in Bell et al. (1995) .
In order to assess the effects of the programme, we start by calculating the well-known double difference, or difference-in-difference, which in our case is given by where Y is the outcome variable, expressed as a regional average, and subindices denote region and time.
The assumption behind this estimator is that, were it not for the programme, outcomes would be similar across "comparable" regions. This means that all shocks, except those induced by the programme, had the same effect on the outcome in both areas.
A problem with the approach in (1) is that it may not provide sufficient controls for changes that have occurred in Y. A recent development in the evaluation literature is to look for additional observations that are assumed to be unaffected by the programme, but are similar to the programme observations. (See Hamermesh, 1999 , for a discussion and references to applications.) In our study, it seems natural to include the withdrawals as an extra comparison region, for reasons discussed above. Thus we will also calculate the triple difference: Apart from ∆ 2 , this expression includes the withdrawals and their respective comparison group, with similar labour market characteristics (SCB, 1992) . 22 To the extent that the pilot programme does not serve as a binding constraint for municipalities with similar preferences for municipal involvement in labour market policy, the estimator in (2) is more likely to capture this property of the programme than is (1).
Regarding the first outcome variable, interregional jobsearch, we will study two groups of individuals: unemployed persons and participants in ALMPs. In HÄNDEL, the unemployed are categorised in various ways. We have chosen persons who are coded as being able to take up employment immediately (category 11). This excludes unemployed persons awaiting, e.g., placements in ALMPs. The chosen category should be the potentially most mobile group in the short run and therefore suitable for studying lock-in effects. As a comparison, participants in ALMPs will be examined. 23 As an average, around 20 percent are recorded as searching interregionally among the unemployed, while a somewhat lower figure applies for persons in ALMPs.
The second outcome variable, project organiser, is available for only two types of ALMPs: relief work and Objective 3 measures. Nevertheless, these programmes are of particular interest in this study. Relief jobs are often associated with substantial crowding-out effects (see, e.g., Calmfors & Skedinger, 1995 , Dahlberg & Forslund, 1999 . If relief workers are close substitutes to the regular workforce in municipal services, there may be incentives for the municipalities to organise relief works. Since the ESCs have been influential regarding Objective 3 measures, this programme is relevant to investigate. During the period of study, about 80 percent of relief workers and 30 percent of Objective 3 participants have participated in projects organised by municipalities. 24 The data have been divided into two time periods, the first and second half of 1996. Basically the data are two repeated cross-sections of individuals. The observational unit is one spell in the relevant registration category (unemployed or participant in ALMP). This means that one individual may be included more than once in the data, to the extent that the category has changed more than once during the period (e.g., unemployed -ALMP -unemployed). Apparently 23 Due to too few observations in the first half-year of 1996, it was not possible to consider participants in Objective 3 measures. 24 There are also some programmes where all projects are organised by the municipality, e.g. the Municipal Youth Programme (kommunala ungdomsprogrammet) and Computer Centres (datortek). We have not examined these programmes, due to the analytical disadvantage of having to explain the variation in the total number of participants across municipalities. This factor is held constant when the municipal share in a given ALMP is considered. miscoded observations, e.g., cases where the registration date is later than the date of deregistration, have been excluded.
The inclusion criteria are the following:
-age 18-64 years -registration in the category occurred during the relevant half-year -first-time registration occurred during 1996 (interregional jobsearch only)
The second criterion means, inter alia, that spells continuing into the second period are included in the first half-year only. The third criterion should minimise problems with lags as persons may change jobsearch behaviour over time, without a corresponding change in the coding of interregional search.
We have, as a general rule, classified the data into different regions based on the individual's municipality of residence. This applies to all analyses of interregional jobsearch. When investigating project organisers, a more suitable basis for classification is the municipality of the project organiser. The two variables do not coincide in all cases, due to, e.g., commuting. As this information was available only for Objective 3 programmes, the individual's municipality of residence had to be used for relief works.
Background information about the municipalities is presented in Table 2 below. The data refer to 1995, i.e., before the pilot programme started. It can be noted that total unemployment (open unemployment plus labour market programmes) is about the same in programme and non-programme areas, around 13 percent. In the former, population has increased by two percent during the period 1991-95, as opposed to stagnation elsewhere. Furthermore, municipal employment accounts for somewhat less of total employment (21 percent) than is the case in the non-programme regions (23 percent). The social assistance rate (8 percent of the population) is slightly higher in the programme municipalities, but the difference is small. On the whole, there is little evidence to suggest that economic conditions have been worse in the programme areas than elsewhere.
Table 2 also reveals that the indicators take on rather similar values in programme municipalities and programme comparisons. In particular, this is true for change in population. Hence the two regions seem to match quite well as far as characteristics are concerned. 25 However, the withdrawals, as well as the withdrawals comparisons, differ in important respects from the programme municipalities. For example, total unemployment is higher (15 percent) and population has decreased during the period 1991-95. Apparently the economic situation in the withdrawals municipalities has been more problematic than in the programme regions. In Tables 3 and 4 , data on the outcome variables are shown for the two periods that are used in the analysis, i.e., the first and second half-year of 1996. The share of interregional jobsearchers is lower in programme than in nonprogramme areas, but has in both areas increased over time. The extent to which programmes are organised by the municipality differs greatly by programme type. The shares have, however, increased in both types of municipalities (with the exception of relief works in non-programme regions). 
The econometric model
The double and triple differences will be estimated within a regression framework, which allows controlling for differences in various characteristics across regions that may affect outcomes. where subindices denote individual i, municipality m and half-year t. X is a vector of person-specific variables and Z is a vector of region-specific variables. The various regions are represented by dummy variables P (programme municipalities), PC (programme comparisons), W (withdrawals) and WC (withdrawals comparisons), the reference region being the rest of the country, while the second half-year is captured by the dummy 1996:II. In this study attention will be focused on the four variables where the region dummies are interacted with the time dummy (P x 1996:II etc.) , since the coefficients may be used for estimation of the "standardised" double and triple differences. Note that
which can be compared to the corresponding "raw" double and triple differences in (1) and (2), respectively. Finally, e denotes an error term with the usual properties.
As mentioned earlier, interregional jobsearch and municipal project ownership will be used as dependent variables. It is assumed that interregional jobsearch is determined by the same factors as actual migration, so the standard variables that apply in econometric analyses of regional migration will be used as regressors (see, e.g., Greenwood, 1985 , for a survey). This amounts to including the following person-specific variables in X: (i) age, since the payoff to migration should decrease with increasing age; (ii) level of education, which is expected to improve knowledge about job opportunities elsewhere; (iii) foreign citizenship, a control variable which is supposed to pick up informational disadvantages as well as smaller investments in "local networks", hence the expected sign is ambiguous. Regarding the region-wide variables in Z, the hypothesis is that labour market conditions, relative to other regions, influence search behaviour. Higher unemployment and a lower vacancy rate will thus encourage out-migration, as assumed in the literature.
Basically the same explanatory variables as above will be used in the regressions with municipal project ownership as the dependent variable. This allows testing the hypothesis of outsider targeting. Outsiders will be defined as persons with primary school education only and/or with non-Swedish citizenship.
The econometric results
The estimation method is binomial logit. In order to check the robustness of the results, we have successively added more controls. In the first set of regressions, only person-specific controls are included, whereas the region-specific variables are added in the second set. County dummies, capturing regionspecific fixed effects, are included in the third and final set. The regression tables show the beta parameters, which yield information about the direction of the effects but are not readily interpreted in terms of the marginal impact (see, e.g., Greene, 1993) . For some variables, e.g., the interactions that are intended to capture the pilot programme effects, the marginal effects are of particular interest. In those cases the slope coefficients, which indicate the marginal effects of a unit increase in the regressor, will be presented in separate tables or mentioned in the text. Table 5 shows the estimations for interregional jobsearch. The upper panel presents results for the unemployed and the lower panel displays the regressions for participants in ALMPs. Largely, the regressions perform according to the predictions from migration theory. As age increases, the individual is less inclined to look for jobs outside the local labour market and the negative effect also tends to become larger with age. Higher education is associated with a larger propensity to search interregionally, while non-Swedish citizens are less likely to do so. The latter result particularly applies to citizens from countries outside Western Europe (with the exception of North America). The labour market variables in most cases yield results conforming to expectations. In general, the coefficient is positive for the unemployment variable, i.e., municipal unemployment relative to the country as a whole, while the opposite holds for the relative vacancy rate. However, the vacancy variables come in with an unexpected positive sign in the regressions with county dummies.
The regressions 1.b -3 in Table 5 .b control for type of ALMP. It is seen that persons who are not participating in vocational labour market training (the reference category) are with few exceptions less likely to be registered as interregional jobsearchers. In particular, participants in programmes that are exclusively organised by the municipality, namely the Municipal Youth Programme and Computer Centres tend to search less outside the local labour market. The slope coefficients (not shown) range around -0.05. Whether the coefficients represent a causal effect of these programmes or is due to selection of individuals with particular characteristics into municipal programmes cannot be inferred from the regressions. Before discussing the estimated effects of the pilot programme, we turn to the regressions with municipal project ownership as the dependent variable. The regressions in Table 6 basically repeat the format of the previous table. The top panel refers to relief workers and the bottom one to participants in Objective 3 programmes. On the whole, the results suggest that the municipalities target the programmes towards outsiders to a larger extent than is the case with other organisers, as predicted earlier. 26 Persons with the lowest education, i.e., primary school, tend to be overrepresented. Municipal relief work is targeted towards non-Swedish citizens, and the effect is larger for persons from countries outside Western Europe and North America. The opposite result is obtained for Objective 3 programmes, however, where Swedish citizens are more likely than others to be in a municipal project. In order to keep this result in perspective, it should be remembered that Objective 3 programmes as a whole are strongly targeted towards outsiders, as mentioned in Section 3.
What, then, about the estimated effects of the pilot programme? The double (∆ 2 ) and triple (∆ 3 ) differences are displayed in Tables 7.a and 7.b. The first two columns reproduce the raw differences, and the estimates in the remaining columns correspond to the various specifications used in the regressions. The slope coefficients, on which the calculations are based, are shown in the appendix ( Table A) . Tables 5, 6 and A. The significance indicators are based on standard errors for the beta parameters, which may not necessarily be equal to the standard errors for the slope coefficients. † = significance at 10 per cent level. ‡ = significance at 5 per cent level.
According to Table 7 .a there is no evidence of geographical lock-in effects of the pilot programme. On the contrary, the estimates are positive in general, although small and in most cases insignificant. Thus the hypothesis that the propensity to register as an interregional jobsearcher in the programme region decreased during the programme period is rejected. The estimated effects range from zero to one percentage point's increase for the unemployed and from zero to three percentage points' increase for the participants in ALMPs. The results do not differ much across differencing methods or across regression specifications. Table 7 .b summarises the results for municipal programme participation. The hypothesis that local initiatives, in the form of municipalities organising ALMPs, increased in the programme regions receives strong support. The estimated effects are larger for Objective 3 programmes than for relief works (19-57 and 2-15 percentage points, respectively). The triple differences tend to be larger than double differences, which suggests that the pilot programme may actually have served as a binding constraint on behaviour. Furthermore, the triple differences are more stable than the double differences across model specifications. A possible interpretation of this result is that the former estimator is better at capturing shocks to the outcome variable.
Do the estimations represent true effects of the programme? It is important to note that the unbiasedness of the estimators hinges on the assumption of exogeneity. Furthermore, the econometric specification in (3) may be too restrictive. These issues are discussed below.
(i) Exogeneity of programme participation As mentioned, the data are not experimental in the strict sense. Although the municipalities were not randomly assigned to the programme, it is not unreasonable to assume that being in the programme is exogeneous to the individuals who make decisions about interregional jobsearch classification (i.e., the jobless and PES office workers) and decide on details regarding local labour market projects (i.e., ESC members and PES office workers). 27 However, this is a difficult problem and we cannot know with certainty that our results represent the true programme effects.
(ii) Exogeneity of programme timing We do not know exactly when the (first part of the) pilot programme started and ended in the municipalities. If the timing of the programme is endogenous, the estimates are biased (Morrison Piehl et al., 1999) . However, the municipalities were required by law to implement the programme, so we believe that the possibilities to act strategically regarding its timing were limited.
(iii) Duration of programme A short programme duration biases the estimated effects towards zero. The duration of our programme may have been too short for lock-in effects to appear, despite the fact that we have chosen quick indicators. Under the assumption that the jobless do not anticipate changes in municipal labour market policy following decentralisation (see Section 2), interregional jobsearch may well be slower to adapt than the behaviour of local authorities. In principle, extending the period of analysis could mitigate this problem. Unfortunately, it is not suitable in our case to extend the period to include 1997, when all ESCs had a municipal majority, in order to compare outcomes with the programme regions. The latter continued in the second part of the programme in 1997, so conditions have not remained the same there, which limits the usefulness of this approach.
(iv) Allowing for region and time-specific coefficients of control variables The specification in (3) imposes the restriction that the coefficients in X and Z are the same across regions and over time. We have relaxed this assumption by introducing additional interactions in the regressions. The conclusions from Table 7 remained unchanged.
(v) Allowing for group-specific programme effects It is conceivable that aggregating the data over all age groups has obscured lock-in effects for young people. As a further check on our results, we introduced interactions in the regressions allowing for separate programme effects for persons aged 18-24. No lock-in effects were detected, however.
(vi) Allowing for additional control variables
In the regressions with municipal organiser of ALMPs as the dependent variable, we have added most of the variables in Table 2 , not already included, as extra controls. The programme effects did not change much.
Conclusions
We have evaluated the effects of a pilot programme, which implied a shift towards more decentralised decision-making in labour market policy. To be specific, the programme involved the introduction of a municipal majority in local employment service committees in parts of the country in 1996.
Results from a questionnaire to committee members suggest a nonnegligible divergence between the objectives of the members and the national objectives for labour market policy, as manifested in official documents. For example, committee members seem to put some emphasis on population goals and getting people off social assistance and into labour market programmes. This could impinge on the fulfilment of national objectives regarding mobility of the unemployed and the efficiency of active measures.
Our econometric results, based on a large micro-data set, indicate that decentralisation spurred local initiatives in the form of a rise in the share of participants in relief works and Objective 3 programmes with the municipality as organiser. Furthermore, targeting on outsiders is, to some extent, more common in municipal projects than in others. We have considered only two types of active measures and the generality of this result as far as other programmes are concerned remains to be investigated. As regards potential consequences of diverging objectives, we have not detected any geographical lock-in effects (although this finding may be due to too brief a programme period). The above findings turned out to be robust to numerous checks.
As far as we know, this is the first econometric study dealing with the issues considered here. It goes without saying that more research on the effects of decentralisation of labour market policy is needed in order to assess the generality of our results. 
